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THE LAUSANNE REPARATION 


SETTLEMENT 








XCEEDING the most optimistic prophecies, 

the Lausanne conference on July 8 announced 
an agreement “which will completely put an end 
to reparations.” By this agreement Germany 
undertakes to deliver to the Bank for Interna- 
tional Settlements 5% bonds to the amount of 
$714,000,000. The Bank, however, shall not ne- 
gotiate these bonds for three years; and any 
bonds not disposed of within fifteen years shall 
be canceled altogether. The moratorium granted 
Germany in the declaration of June 16, 1932 will 
remain in force until the Lausanne agreement is 
ratified. 


Concerned not only with a reparation settle- 
ment but with the general economic situation, the 
Lausanne conference authorized the appointment 
of a committee consisting of two representatives 
from each of the fourteen interested European 
countries to study measures for the reconstruc- 
tion of Central and Eastern Europe. It also in- 
vited the League of Nations to convene an inter- 
national conference on financial and economic 
questions, and asked for the appointment of a 
committee of experts to prepare for the confer- 
ence. This committee is to be composed of two 
representatives each from Belgium, France, Ger- 
many, Italy, Japan, the United Kingdom, and— 
if possible—the United States, three experts 
named by the League Council and two by the 
Bank for International Settlements. 


Although Herr von Papen, the German Chan- 
cellor, declared at the beginning of the conference 
that Germany could make no further political pay- 
ments, he stated on June 28 that if “Germany’s 
equality of status and security were established,” 
it might be able to make a contribution toward 
“the general effort to reconstruct world econ- 
omy.” Disagreement arose, however, as to the 
sum which Germany should pay and as to whether 
the “war guilt” clause should be eliminated from 
the Versailles treaty. The final agreement re- 


duced the Allied demands to the figure of $714,- 
000,000, and mentioned neither the reconstruction 
fund nor “war guilt.” Nevertheless, the preamble 
of the Lausanne agreement significantly declared 
that the powers 
“do not claim that the task accomplished at Lausanne 
... can alone assure that peace which all nations desire, 
but they hope that an achievement of such significance 
and so arduously obtained will be understood and ap- 
preciated by all pacific elements. in Eurgpe and the 
world, and that it will be followed by fresh achieve- 
ments. These further successes will be more readily 
won if the nations will rally to this new effort in the 
cause of real peace, which can only be complete if it is 
applied in both the economic and in the political sphere, 
and rejects all possibility of resort to arms or to vio- 
lence. The signatory powers will make every effort to 
resolve the problems which exist at the present moment 
or may arise subsequently in the spirit which has in- 
spired the present agreement.” 


The day following the signature of the repara- 
tion agreement, as had been foreshadowed in 
press dispatches, the Allied governments private- 
ly signed a “gentlemen’s agreement” declaring 
that they would not ratify the Lausanne accord 
“until a satisfactory settlement had been reached 
between them and their own creditors.” If such 
a settlement is not made, “the legal position is 
that which existed before the Hoover moratori- 
um.” Germany, which from the outset had in- 
sisted on an unconditional settlement, was not 
asked to sign this agreement. 


Ramsay MacDonald, chairman of the confer- 
ence, deserves great credit for his persistence in 
securing the Lausanne settlement. The major 
share of credit, however, should go to France. A 
vear ago few observers believed that France 
would consent to wiping out its claims to “uncon- 
ditional’ annuities under the Young Plan, even 
should the United States annul the war debt. To- 
day the Herriot government, solidly supported on 
this issue by a majority of Radical-Socialists and 
Socialists, has accepted what amounts to nearly 


























complete cancelation. The German lump pay- 
ment of $714,000,000 is only 20 per cent more 
than a single maximum annuity under the Dawes 
plan; it is a sum to which all the Allies have a 
claim, and which may even be turned over to the 
United States on account of the inter-Allied debt. 
Should the Lausanne agreement come into force, 
France will have made a greater sacrifice for eco- 
nomic recovery and world peace than any other 
European power. 


The reparation settlement has, however, aroused 
controversy in Germany and the United States, 
both of which are now in the midst of election 
campaigns. The leaders of the German Nation- 
alists and National Socialists—Hugenberg, Hitler 
and Goebbels—who hope to win the Reichstag 
_ elections of July 31, fiercely attack the Lausanne 

agreement on the ground that it should have com- 
pletely wiped out not only all reparation but also 
the “war guilt” clause. 

In the United States the first reaction to the 
Lausanne accord was a declaration by a State De- 
partment spokesman that the European govern- 
ments could now separately approach the United 
States concerning debt revision in accordance 
with capacity to pay. The news that the Allies 
had made the Lausanne settlement dependent on 
action by the United States, however, aroused 
indignation among many Congressmen. Accord- 
ing to a poll conducted by the Hearst papers, 
themselves venomous opponents of debt revision, 
268 out of the 295 Representatives and all of 
the 84 Senators approached are hostile to can- 
celation. Confronted by this sentiment, Acting 
Secretary of State Castle on July 9 declared that 
while the American government was pleased with 
the results of Lausanne, which constituted a 
“great step forward in the stabilization of the 
economic situation in Europe,” its attitude toward 
the debt question remained what it was at the be- 
ginning of the Hoover moratorium.* 


The pending political campaign makes this at- 
titude on the part of the administration seem in- 
evitable. President Hoover, however, remains 
committed by his statement of June 20, 1931 and 
his conversations with Prime Minister Laval to 
debt revision in accordance with the principle of 
capacity to pay. If the European governments 
are wise, they will not approach the United States 
concerning debts until after the November elec- 
tions. Any action on their part at this time might 
tempt the Democratic party to oppose not only 
cancelation, but revision as well. The Democratic 
nominee, Mr. Franklin D. Roosevelt, could per- 





*“The President Proposes a Debt Moratorium,” F. P. A. News Bulle- 
tin, Vol. X, No. 34, June 26, 1931. 
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—— 


form an immense international service if during 
the course of the present campaign he would de. 
velop his statement of February 2, 1932 in favor 
of convening a debt conference in Washington, 
Once the elections are held, it is inconceivable that 
the United States will prevent liquidation of the 
war-debt question which constitutes an outstand- 
ing obstacle to economic recovery. 


RAYMOND LESLIE BUELL. 


Straws in the Wind 

1. Gold Withdrawals End. Fearing inflation in 
the United States, the European gold standard 
countries began last fall to withdraw their foreign 
balances in the United States, reducing our gold 
supply from $5,015,000,000 on September 16, 
1931 to $3,979,000,000 in June 1932. The fact 
that the United States was able to meet these 
demands without going off the gold standard has 
increased confidence in the American financial 
situation. 


2. The British Debt Conversion. In the first 
major effort to scale down an excessive debt bur- 
den, the British government announced on June 
30 that it would invite holders to convert the 5 per 
cent War Loan of $10,000,000,000 to a 314 per 
cent issue non-redeemable until after 1952. This 
conversion will save the British Treasury $115,- 
000,000 annually. 


3. Tariff Reduction. One of the first treaties 
for tariff reduction was signed on June 20 be- 
tween Holland, Belgium and Luxemburg. These 
countries agreed to impose no new duties and to 
lower existing rates 10 per cent annually until a 
certain level is reached. Although this agree- 
ment frankly abandons unconditional most- 
favored-nation treatment, it is open to adhesion 
by any other state. 


4. Rise in Foreign Bonds. Since January 1932 
the Dawes 7 per cent loan has increased 31 points 
on the New York exchange; other German issues 
have also made important advances. During the 
last week Argentinian, Belgian, Australian and 
Japanese bonds have advanced, as contrasted with 
domestic issues. 


5. Turkey Joins the League. On July 10 the 
Turkish government accepted an invitation from 
the Special Assembly at Geneva to become a mem- 
ber of the League of Nations. M. S. W. 





Progress in International Organization, by Manley 0. 
Hudson. Stanford University Press, 1932. $1.50 
The William Edgar Borah Foundation lectures contain- 
ing a brief and optimistic review of the development of 
international organization. 
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